Draft Final Audit Report of the
Audit Division on John Kennedy

for U.S. Senate, Inc.
(January 1, 2007 - December 31, 2008)

Why the Audit
“Was Done

Federal law permits the
Commission to conduct
audits and ficld
investigations of any
political committee that is
required to file reports
under the Federal
Election Campaign Act
(the Act). The
Commission generally
conducts such audits
when a committee
appears not to havn metg
the thzeshold
requirements for

substantial comphance 0

with the Act.! The audit’
determines whether the
comnitice complied with
the lmiuuions,
prohibitio:s and
disclosure requiemernts
of the Act.

Future Action
The Commission mdy
initiate an enforcement
action, at a later time,
with respect to the matter
discussed in this report.

' 2U.5.C. §438(b).

About the Campaign g

John Kennedy for U.S. Senate. Ific. (JkFS) is the principal
campaign committee for Jolh Necly Kennedy, Republican
candidate for the United §htes Senace from Louisiama. JKFS is
headquartered ia McT.égp, Yirginia. {‘or more informmation, see
chart on the Campgg 1n Ofganizetion, p. 2.

Financialctivity (. 2

¢ Receipts ¢
o Contributions From Individuals $ 3,550,103
o Contributions From Political
Commitlees 4 1,201,190
(o} Of[s;h Iu ()pu alng P
Exfikndifg e~ : 18,488
o Othe eipts |, : 23,677 -
Total Recgipts $ 4,793,458
Pnatific Expenditures $ 4,587,927
an R 37,500
8 Contribution' Refunds 138,925
@ Other Disbursements 440
1otal Disbursements $ 4,764,792

Finding and Recommandation (p. 3)
e Receipt of Contributions thal Exceed Limits
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Part I
Background

Authority for Audit

This report is based on an audit of John Kennedy for U.S. Senate, Inc. (JKFS),
undartaken by the Audit Division of the Federal Election Commission (the Commission)
in accordance with the Federal Election Campaign Act of 1971, a~ amended (the Act).
The Audit Division conducted the audit pursuant to 2 U.S.C. §43R8(b,which permits the
Commission to conduct audits and field investigations of any political committee that is
required to file a report under 2 U.S.C. §434. Prior to cogdlicting any audit under this
subsection, the Commission must perform on internal reWgw of reports filed by selected
cainmitiees tn determine if the reports filed by a ;;% ul% ommitiee mect the threshold
requirements for substantial compliance wuh the S.C. §438(b).

¥
Scope of Audit

Following Commission-approved procedures, the Audit staff evaluated various risk
factors and as a result, this audit examined:

1. the receipt of excessive contributions;
2. the receipt of contributions from prohibited sources;
3. the disclesure of contributions receivé v -
4. the disclosure of individual contributor oceupation m®@name of employer;
5. the consisteney bwm repoited figuresiond bank records;
6. the completencss ol records; and N
7. other commiltec operations necessary to the review.
L 4
# :
#

W



Part II
Overview of Campaign

Campaign Organization

Important Dates

e Date of Registration

February 9, 2004

o Audit Coverage

January 1, 2007 - December 31, 2008

Headquarters McLean, Virginia -—

Bank Information :

e Bank Depositories Two

e Bank Accounts . Two savi%and lg@ checking accounts
Treasurer ;

e Treasurer When Audit Was Conducted

A. Davis

e Treasurer During Period Covered by Audit .

William Pdger (January 1, 200: 7 May 5,
2008)
Keith- A = v1s?May 6, ZOO{EO Present)

Management Information %

_e _ Attended FEC Campaign Finance Seminar_
e~ Who Handled Accounting and g

‘\Io

I u(l Staff

Recordkeeping Tasks y 4
Overview of Fiffancial Activity
4 (Audited ounts)
......... i

_Cash-on-hand ¢ I.muar\ 1. 200% . ] $5.820
Receipts s
o Contfutigns From Indivé ll;llS 3,550,103
_o Contributiér:From Politicul (‘omﬁees o _ 1.201,190
o Otrsets to Opwaung l:.xpenduures 13,458
o Other Receipts _ _ _ 23,677
Total Receipts 7 " $4,793,458
Disbursements ¢
o Operating Expenditures 4,587,927
o Loan Repayments 37,500
o Contribution Refunds 138,925
o Other Disbursements 440
Total Disbursements . $4,764,792
Cash-on-hand @ December 31, 2008 $ 34,486




Part III
Summary

Finding and Recommendation
Receipt of Contributions that Exceed Limits

A review of contributions from individuals indicated that JKFS received excessive
contributions totaling $224,722. This amount includes contributigff®for which JKFS made
an untimely contribution refund, contributions for which JKFS scent an untimely
redesigration and/or reattribution letter to the contributor and contributions for which JKFS
made a payment to the U.S. Treasury. 4

% .
In rasponse to the Interim Audit Report, JKFS proy#iéd c*&Jies of presumptive
redesignation and/or reattribution letters, photocopics of negotiated refund checks and a
check to the U.S. Treasury. The Audit staff reviewed these iaterials and concluded that
through these actions, JKFS had materially resolved all excessive contributiﬁs, albeit in an
untimely manner. (For more detail, see p. 4) ‘




Part IV
Finding and Recommendation

I Receipt of Contributions that Exceed Linits

Summary

A review of contnbutlons from individuals indicated that JKFS received excessive
contributions totaling $224,722. This amount includes contributions for which JKFS made
an untimely contribution refurid, contributions for which FKFS ggnt arkuntimely
redesignation and/or reattribution letter to the contributor and contributions for which JKFS

made a payment to the U.S. Treasury. ¢

In response s the Interim Audit Report, JKFS proviggd®epits of preswinive
redesignation and/or reattribution letters, photocopi€s of negotiated refund checks and a
check to the U.S. Treasury. The Audit staff reydfiwed thes€'materials and concipfed that
through these actions, JKFS had materially resolved all excessiye contributigiis, albeit in an
untimely manner.

o

Legal Standard

A. Authorized Committee Limits. For Jhe 2005 clection, an
receive no more than a total of $2,300 per clect:on Irom any o€ p
§441a(a)(1)(A), and (t), 11 CFR §§110.1Gy) and (b) anxd Il@( ).

Jorized committee could
erson. 2 U.S.C.

B. Huondling Contrjbutions I'hat Appear E ssnve Ifa committee receives a
contribution that aﬁlrs 10 be excessive, the comam:
e return the check to the donor; or
. depésu The contribution and maintain sufficient funds to potentially make a refund
unit the legality ol the contribution.is established; or
seek a reattribution or a redesig rfhtion of the excessive portion, following the
instuctions provided i the (*omnmission regulations (see below for explanations of
reattribution and ru'wmntlon), and, if the committee does not receive a proper
reattriluution ar redesignation within 60 days of receiving the excessive
contribution, n* Imcd’mle excessive ppmon to the donor. 11 CFR §103.3(b)(3), (4)

s and (5) o

&
C. Joint Contributions. Any contribution made by more than one person (except for a
contribution made by a partnership) must include the signature of each contributor on the
check or in a separate writing. A joint contribution is attributed equally to each donor
unless a statement indicates that the funds should be divided differently. 11 CFR

§110.1(k)(1) and (2).

D. Reattribution of Excessive Contributions. Comumission regulations permit
cammittees to ask donors of excessive contributinns (ar contributions that exceed the
committee’s net dehts ourstanding) whether they had iniended their canatrihution to be a



joint contribution from more than one person and whether they would like to reattribute the
excess amourit to the other contributor. The committee must inform the contributor that:
1. both contributors must sign the reattribution;
2. the comuittee mast receive the reattribntionr withit 60 days of receiving the
original contribotion; and
3. the contributor instead may request a refund of the excessive amount. 11 CFR
§110.1k)(3). -

Within 60 days of receiving the excessive contribution, the committee must either receive
the proper reattribution or refund the excessive portion to the donor. 11 CFR §§103.3(b)(3)
and 110.1(k)(3)(ii)(B). Further, a political committee must retaigw ritten records
concerning the reattribution in order for it to be effective. 11,C FR $110.10)5).

Notwithstanding the above, ity excessive caetribrtion made on a wi ilu;n instnnnent that is
imprinted with the names of more than one individug] mw}e attributed among the
individunls listed unless the contributar(s) instructgdtherwisc. The cornmitiee must inform
each contributor how the contribution was attrihuted and ¢ fat. the contributor inst¢ad may

request n refund of the excessive amount. 11 CIFR §110.1(k) 7

E. Redesignation of Excessive Conﬁb_utlons The committee may ask the contributor
to redesignate the excessive portion of the contribution for use another election. The
committee must inform the contributor that: :
1. the contributor must sign the redesggnation:
2. the corronittee must receive the red ignation w ithiugé0 days of receiving the
origtinal comtribution: an:l
3. the comtribuinr may in§lcad request a réfund of the excessive amount. 11 CFR

§110.1(b)(SHiXA).

Within 60 day~ of receiving the excessive gififffibution, the committee must either receive
the propeﬁdcsignminn or reiund the excessive portion to the donor. 11 CFR §103.3(b)(3) .
and 110.1(b)(5)(ii)(A). I‘urther, a pulitival committee must retain written records
conoérniut_" lize redesignation in ords; for it to be effective. 11 CFR §110.1(1)(5).

When an ind:« lual makes &iexcessive contributiar tn a candidate’s nuthorized
committee, the campaign gy presumptively redesignate tite excensive portion 1o the
general election if the confribution:

is made beforgthat candidate’s primary election;

is not designated in writing for a particular election;

would be excessive if treated as a primary election contribution; and

as redesignated, does not cause the contributor to exceed any other contribution

limit.

PN~

The committee is required to netify the contributor of the redesignation within 60 days of
the treasurer’s receint of the centribution, and must offer the ccmtdbatar the ontion to
receive a refund instead. 11 CFR 110.1(b)(5)(ii}(B).



Facts and Analysis

A. Facts

A review of contributions from individuals indicated that JKFS received excessive
contributions totnling $224,722 that weie resolved in an umtimely manner ar could still be
resolved via prestmaptive reattribution er redesignation lotters.? Prior to receiving the
Interim Audit Report, JKFS provided evidence that it sent uatimely reattribution/
redesignation letters to contributors (cancerning $62,700) and made untimely refunds to
contributors (concerning.$30,900). The remaining contributions, totaling $131,122
($224,722 - $62,700 - $30,900), had not been addressed by JKI'Sgprios,to receiving the
Interim Audit Report. o

Amnong the excessive contributions that JKFS resolved irfh untimely manner were 12
contribution checks totaling $36,800, written on a bunk accOunt of a linmted liability
company (LLC). Qne of three individuals associgfgd with the LLC signwl cach check.
JKEFS attributed these contribntions to the eight individualsighose names were intprinted
on the 12 checks. The contribution checks were comnputer-geherated and sequentially
numbered (except far one missing check number). |1 offthe 12 checks, toﬁ[ing $9,200,
were dated December 20, 2007, and signed by one individual. Three checks, totaling
$13,800, were dated March 13, 2008 and w.re signed by a ~¢cord individual. The
remaining four checks, totaling $13,800. were also dated March$ 342008 and were signed
by-a third individual. JKFS attributed $4,§00 10 cach ol the eight Individuals, $2,300 each
to the primary’ and goneral elections. The uchit ~t.aft alributed these contributions to the
three check-signers, resylting in gxcessive cojffibations Lo the primary election. For these
12 checks, JKFS provified photocupies of untiggely presumptive redesignation ietters,
relating to the $18,400 in exceasis 2 contributions [ium the eight individuals.

Also, the Audit saff asked J# (o prov ide mg@rmation as to the permissibility of these
contribu&;@. JKES provided¥erters from thie eight individuals associated with the LLC,
which affirmed that 1he coniributions were from their personal funds and not from the
funds®f the 1.LC or any other entity. ‘| he letters from the three individuals who signed the
checks also affirmed that the LLC was not an incorporated extity and did not file its tax
returu as a corpotation. e .

B. Interim Audit Reporg & Audit Division Recommendation

The Audit staff informed TKFS representatives of this matter at the exit conference held
at the close of audit fi€ldwork and in subsequent discussions. The Audit staff provided
schedules of the contributions in question. The representatives stated that they would

% The $224,722 is comprised of $175,422, the projected dollar valiz of errors in ths papulation, and $49,300
from focused reviews of contributions not included in the sample population. The sample projection was
made using a Monetary Unit Sample program with a 95 percent confidence level. The sample estimate of
$175,422 could be as law as $119,124 or as high ax $231,723. The $49,300 fran: two focused reviews
resulted from a review of high-dollar contributions ($30,900) and a review of contributions from individuals
associated with a limited liability company ($18,400).

3 Date of the primary election was October 4, 2008.




take the necessary actions. In addition, JKFS representatives pointed out that the
solicitation devices (reply cards) used during the campaign had specific instructions on
the contrebution Iimits for the primary and general elcctions and the contributor filled
them out. They added that these responso devices included lines for spouval information.
The: Audit staff reviewai the solicitatian devices and nnted that, atthangh they provided
space for centributbr informatien from maore them one contributor, thore is no evidence
that mate than one contrihvter completed the form(s).

The Interim Audit Report recommended that JKFS provide evidence demonstrating that the
contributions totaling $224,722 were not excessive. or that they were resolved in a timely
manner. Examples of such evidence given included: copies of timclyegotiated refund
checks; timely signed/dated reattribution/redesignation letiers: antl/or presumptive
reattributiorn/ redesignation lefters. The Interim Audit Report noted that the Audit stalf
wauld caicnlate a revissd projacted ervor amount if yuty sich evidence was presenied thab

LY

demonstrated sny of the saaple excentions were nn)t&xcc@i\u: contribwtions.

Absent evidence that the contributions were nol ¢acessive e were resolved in a timel y
manner, the Interim Audit Report further recofiunentli th% review its contributions
to determine which were excessive and how each co-.ld be 1esolved. The Inferim Audit
Report noted that JKFS could have regolved any excesive contributions by sending
presumptive redesignation and/or rcau??ﬂnmun letters to inform the contributors how the
JKFS designated and/or reattributed the coritribation atong with andffer for a refund. For a
reattribution, JKFS was to notify both thegonuilnror and the Iydividual to whom a

contributian was reatiributed.- Absent a reqgest for a refund by the contributors, these
fefunds oggirpayoicnt to the U.S. Tresaury.

letters wouid ehviate thg, need for cantritmiid
_For nntificatians sent gfcontribiuiurs, the Audi§staff requested thmt JKFS pravide a copy of
udit staff noted that the apprppriate

each natification and evidende tlart it was sent. {ghe,A
reduction to the $131,122 in.exces~ive contributihis not yet addressed as of the close of
fieldwork would be made alter a review of any additional letters submitted by JKFS in
response taffhe Interim Audit Report. For all refund checks not negotiated by the
contribuiors or for any comribuor JKI'S,was unable to locate, the Interim Audit Report
further 1ccommmended that JKI'S m:}c payment to the U.S. Treasury.

In additicyn; the liverim Audit Report recommended thut if funds were not availabiu to
make ihe nocessary refundsfVKFS shonld disclose the caatritintions reqairing refunds on
Schedule D (Debts and Olffigations) until funds became available to make the refunds.

C. Committee Resp&se to Interim Audit Report

In response to the Interim Audit Report recommendation, JKFS provided copies of
presumptive redesignation and/or reattribution letters sent after it had received the Interim
Audlt Report. The Audit staff reviewed these letters along with the corresponding
contributor checks/credit card documentation and concluded that $121,100 in excessive
contributions were eligible for such action. As a result, the Audit Staff considered
$121,100 as resvlved but not in a timely manner. JKFS also provided photocopies of
negatiated refunid chiecks aent to three imdividuoic, tacaling $6,900, which JKFS smt to the
contrientors subsequent to audit fitldwark but hefare tmanmittal of the Interim Audit
Report. Finally, JKFS submitted a check to the U.S. Traasury in the amaunt of $22,6G0 for



stale-dated refund checks, which included $4,500 in excessive errors from the Audit staff’s
sample review of contributions from individuals.

In summary, the Audit staff’s review of contributions from individuals indicated that
JKFS received excessive contributions totaling $224,722 that were meelved, but nst in x
timely manver. The Interim Aundit Report recommended that JKFS address $131,122 in
excessive cantributions not yet addressed as of the close of fieldwork. JKFS’s response
provided evidence that resolved, albeit in an unumly manner, $132,500 ($121,100 +
$6,900 + $4,500) in excessive contributions.*

4N

4 The $132,500 resolved by JKFS’s response exceeded the $131,122 the Audit staff recommended that JKFS
address in the Interim Audit Report recommendation. This occurred because the $131,122 was partially
based on a projected dollar value of excessive errors in the population and JKES located a slightly larger
dollar value of excessive contributions eligible for presumptive redesignation and/or reattribution treatment.



